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CORPORATION COURT OP DANVILLE. 

H. P. GUERRANT V. G. H. GUERRANT AND CHAS. E. HUGHES. 

1. Negotiable Paper — Fill t ng Blanks — Bona fide holder — Rule of Law Mer- 

chant. It is a rule of the Law Merchant that where a negotiable instrument 
is intrusted to another with an unfilled blank, the person in possession has 
authority, so far as concerns a holder in due course, to complete it, consist- 
ently with the written or printed terms of the instrument, although he may 
thereby violate his actual authority. Frank v. Lilienfeld, 33 Gratt. 377. 

2. Negotiable Paper — Filling Blanks — Bona fide holder — Rule of Law Mer- 

chant altered by the Negotiable Instruments Law. But this rule of the Law 
Merchant has been altered by the Negotiable Instruments Law, in the case 
where the holder takes the instrument before the blank is filled.' In such 
case, he is put on notice, and must ascertain the real authority of the person 
intrusted with the incomplete instrument, and takes it at his peril. 

STATEMENT OF FACTS BY THE COURT. 

G. H. Guerrant and Charles E. Hughes, the former as principal, and the latter 
as surety, made a promissory note, of which the following, in words and figures 
in quotation, is a copy: 

" $125.00. " Danville, Va., Feby. 10th, 1899. 

"Thirty days after date, we, G. H. Guerrant, principal, and Chas. E. Hughes, 

security, promise to pay to , or order, without offset, negotiable and 

payable at the Bank of Danville, Va., One Hundred and Twenty-five Dollars, for 
value received. We, makers and endorsers, hereby waive the homestead and all 
other exemptions as to this debt. [Signed] " G. H. Guerrant. 

"Chas. E. Hughes." 

It was intended and agreed between the two makers that the note should be 
negotiated or used at one or the other of two banks in the city of Danville in 
taking up and renewing another note then outstanding, upon which Charles E. 
Hughes was surety for the said G. H. Guerrant, and the note was delivered by 
Hughes to Guerrant with that understanding, and that the name of the one or 
the other of these banks should be inserted in the blank as payee when the first 
note was taken up and the second delivered to the bank. 

G. H. Guerrant received the note, and within three days after its date nego- 
tiated it to the plaintiff, H. P. Guerrant, for value, without informing him of the 
agreement between Hughes and himself. The blank for the name of the payee 
was unfilled when H. P. Guerrant took the note. 

A few days after the note became due, the holder and plaintiff, II. P. Guer- 
rant, presented it to the defendant Hughes for payment, which was refused by 
Hughes, and about thirteen months after it was due, the plaintiff inserted his own 
name in the blank as payee, and sued Hughes upon the note. Hughes in the 
meantime had paid the other note in the hands of the bank. 

OPINION OF THE COURT. 

Aiken, Judge: 

Hughes, the surety, defends on the ground that there can be no re- 
covery of him because the blank for the name of the payee was not 
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filled, nor was the note negotiated in accordance with the agreement 
between G. H. Guerrant and himself, -of which agreement the unfilled 
blank in the note bound H. P. Guerrant, the plaintiff, to take notice, 
and required him, at his peril, to ascertain what was the understand- 
ing of the parties to the note, when he took it, as to the filling of the 
blank. 

Such a defense, it is presumed, would not have been made if it was 
conceded that the law, upon the facts stated, was now what it was prior 
to the time when the statute, known as the ' ' Negotiable Instruments 
Law ' ' went into effect in this State. Before the passage of that Act, 
the proposition would not have been argued that where a party to a 
negotiable note intrusted it to the custody of another with blanks not 
filled, whether it had been for the purpose to accommodate the person 
to whom it was intrusted, or to be used for his own benefit, such nego- 
tiable instrument carried on its face implied authority, to any innocent 
holder, to fill up the blanks and perfect the instrument. 

But the court is constrained to decide that since the adoption of the 
Negotiable Instruments Law, the privilege that the Law Merchant gave 
to a holder for value of a negotiable note to fill blanks in the instru- 
ment, has been abridged; and he is now put upon terms, and must 
negotiate under restrictions, when taking an instrument wanting in any 
material particular upon its face. 

This statute, as its title indicates, was designed to consolidate into 
one Act the laws relating to negotiable instruments, but, should any case 
have been omitted, section 196 of the Act provides that it shall be 
governed by the Law Merchant. All other acts, to the extent that 
they are in conflict with the Act, are repealed by section 197, and it 
follows that any judicial decision in conflict with the Act must be con- 
sidered as overruled. 

So that the Negotiable Instruments Law, with the exceptions stated, 
constitutes the entire law of Virginia on the subject of negotiable paper. 

That part of the law to be applied to the facts of the case before the 
court is found in the latter part of section 8 and section 14 of the Act. 
The latter part of section 8 is in these words: 

"Where the instrument is payable to order, the payee must be named, or other- 
wise indicated therein with reasonable certainty. ' ' 

And section 14 is in the following: 

"Where the instrument is wanting in any material particular, the person in 
possession thereof has a prima facie authority to complete it by filling up the blanks 
therein. And a signature on a blank paper delivered by the person making the 
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signature in order that the paper may be converted into a negotiable instrument, 
operates as prima facie authority to fill it up as such for any amount. 

" In order, however, that any such instrument when completed may be enforced 
against any person who became a party thereto prior to its completion, it mast be filled up 
strictly in accordance with the authority given and within a reasonable time. But if any 
such instrument, after completion, is negotiated to a holder in due course, it is valid 
and effectual for all purposes in his hands, and he may enforce it as if it had been 
filled up strictly in accordance with the authority given and within a reasonable 
time." 

When the note in action was presented to the present holder and 
plaintiff, H. P. Guerrant, for negotiation, it contained the names of 
two persons, G. H. Guerrant and the defendant, Charles E. Hughes, 
who became parties prior to its completion. It was then an incomplete 
note upon its face, since no payee was named or indicated. It was an 
instrument " wanting in a material particular." The place where the 
name of the payee should have been written was blank, and the first 
sentence of section 14 makes an unfilled blank ' ' a material particu- 
lar" in which the instrument was wanting. 

H. P. Guerrant, the holder and plaintiff, had prima facie authority 
to fill in the name of the payee, but upon what terms f By the posi- 
tive requirement of section 14, in order to enforce payment of the 
surety, Charles E. Hughes, who was a party to the note before the 
blank was filled and the note completed, the blank must have been 
filled "strictly in accordance with the authority given" by the said 
Charles E. Hughes. The incomplete instrument presented to the 
plaintiff was notice that he must proceed at his peril. 

The court is aware that this is not the law of Frank v. Lilienfeld, 
33 Gratt. 377, or of many other decisions of appellate courts and sum- 
maries of text writers, but it seems to be the law of the Negotiable 
Instruments Act. 

The purpose of section 14 finds an illustration in the case considered. 
If H. P. Guerrant, the plaintiff, had sought the surety-maker, Hughes, 
as the court concludes he should have done, when he saw the note was 
incomplete, and learned from him what authority was given to fill the 
blank in the note, he would have been told of the agreement between 
G. H. Guerrant and Hughes, to the effect that the note was to be used 
in taking up the other note at the bank, which Hughes was compelled 
to pay, and that the negotiation to him was unauthorized. 

The conclusion reached in the case is announced with great diffidence, 
for the reason that the question is a new one and the court has not been 
able to find an authority either affirming or opposing the opinion here 
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pronounced. The Negotiable Instruments Act went into force in this 
State on July 1, 1898, and in several other States about the same time, 
but in none of the appellate courts of these States, so far as this court 
is informed, has the Act upon this point been construed. Section 14 
is said to have been taken from the English Bills of Exchange Act, 
passed in 1882, but whether the point decided here has been construed 
by the English courts this court has no means of knowing. 

It follows from this view of the law that the judgment will have to 
be for the defendant, Hughes. 

NOTE. — The point decided in this case is one of- much importance to bankers 
and other dealers in commercial paper. The construction here placed upon the 
Negotiable Instruments Law materially qualifies the familiar rule of the law mer- 
chant, that one who issues negotiable paper in an incomplete condition gives the 
person to whom he intrusts it implied authority to fill the blanks and perfect 
the instrument ; and a transfer thereof to a bona fide holder in due course will 
effectually bind the maker according to the terms of the completed instrument, 
even though, as between the original parties, there may have been a breach of 
trust in filling the blanks. See 1 Daniel on Neg. Inst. 142 ; Bank of Pittsburg v. 
Neal, 22 How. 96 ; Frank v. Lilienfeld, 33 Gratt. 377. 

The point decided is that this rule is altered to this extent, namely, that if a 
purchaser takes the paper before the blanks have been actually filled by the quasi- 
agent, or by a subsequent holder, he is put on notice that the instrument was 
delivered in an incomplete state, and hence that there may have been some agree- 
ment between the maker and the person to whom the instrument was intrusted, by 
which the authority of the latter was limited — and therefore it is his duty to 
inquire what these restrictions are. Hence he takes the paper at his peril. 

This construction seems inevitable from the language of sec. 14 of the Nego- 
tiable Instruments Law, quoted in the opinion. The conclusion is strengthened 
by the circumstance that that portion of section 14 here construed is a literal 
reproduction from sec. 20 of the English Bills of Exchange Act, where it merely 
embodies the rule of the law merchant as expounded by the English courts prior 
to the enactment of the Bills of Exchange Act. See 1 Daniel on Neg. Inst. (4th 
ed.) 147; Hatch v. Searles, 2 Small & Gif. 147; Awde v. Dixon, 6 Exch. 869. 
Norton [Bills and Notes (3d ed. ), 259], after stating the general American doc- 
trine on the subject, says : "Such is the general rule, at least in the United States, 
although in England it is held that an unfilled blank charges the purchaser with 
notice, and that he must at his peril ascertain the extent of the authority con- 
ferred." Since the enactment, by the English Act, of the rule that notice of an 
unfilled blank is notice of a possible equity, putting the purchaser on inquiry, 
was but declaratory of the already existing rule of the law merchant, as under- 
stood in England, it necessarily follows that in borrowing, in our Negotiable 
Instruments Law, the language of the English Act, we adopted also the English 
interpretation of it. 

Judge Aiken's ruling seems eminently sound, and the banking community 
should make a careful note of it. The decision in no wise affects the rights of a 
holder in due course, who takes the paper after the blanks have been filled, with- 
out notice of the situation. How far such a holder would be affected by mere 
knowledge that blanks had been filled by a previous party to the instrument 
remains to be decided. 



